PROFILE 


31PDtb    US&3    3bfll    1 


BRIEF 


A  COMPARATIVE   ANALYSIS 


OF  SMALL  BUSINESS 


ASSISTANCE  PROGRAMS 


020584 


EGISLATIVE 


ERVICE 


GOVERNMENT  DOCUMENT; 
COLLECTION 

JUN6    1984 

University  of  Massachusetts 
Depository  Copy 


UREAU 


A  COMPARATIVE   ANALYSIS 

OF  SMALL   BUSINESS 

ASSISTANCE  PROGRAMS 


020584 


By 

Kevin  Bryan  Shea 

Intergovernmental  Researcher 

Legislative  Service  Bureau 


Assisted  By 

Thomas  D'Amario 
Research  Intern 


Digitized  by  the  Internet  Archive 

in  2013 


http://archive.org/details/comparativeanalyOOshea 


INTRODUCTION 

Small  business  is  the  foundation  of  a  strong  economy;  it  hires  over 
50%  of  the   Massachusetts'  work  force.     Economists  concur  that  the  small 
business  sector  is  one  of  Massachusetts  most  valuable  resources,  and  a 
major  contributor  to  the  sound  business  climate  and  low  unemployment. 

The  Profile  Brief  presents  a  brief  history  of  government  assistance 
to  small  businesses,  an  explanation  of  Massachusetts  Small  Business 
Assistance  Programs,  and  a  comparison  of  other  states  involved  in  this 
endeavor.     Also  included  is  a  Directory  of  Small  Business  Assistance 
Offices  in  Massachusetts.     (See  Appendix  A). 
BACKGROUND 

Government  interest  in  small  business  began  in  the  1930's,  although 
no  major  program  was  enacted  until  1953.     The  first  Small  Business  Act 
designed  to  assist  smaller  corporations  was  enacted  by  Congress  in  1942. 
The  law  created  the  Smaller   War   Plants  Corporation;  its  purpose  was  to 
assist  in  production  of  goods  and  services  Lo  support  the  War  effort. 

In  1953,  Congress  passed  into  law  the  first  Federal  Program  designed 
to  promote  Small  Business  with  the  creation  of  the  Small  Business 
Administration  (SBA)  (P.L.  83-163).     The  law  required  the  SBA  "to  aid, 
counsel,  assist,  protect,  insofar  as  possible,  the  interests  of  small  business 
concerns  in  order  to  preserve  free  competitive  enterprise. "1 

Congress  recognized  the  need  for  this  type  of  organization  because  of 


lnPublic  Law  83-163,"  United  States  Statutes  at  Large,  83rd  Congress, 
1st  Session,  Vol.  67,   1953,  p.   230-240. 
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the  important  role  these  Small  Businesses  play  in  our  national  economy. 

According  to  the  SBA's  fact  book,  these  types  of  establishments  account 

for  at  least  40%  of  the  Gross  National  Product,  and  are  the  largest 

contributor  to  new  employment  and  are  responsible  for  50%  of  all  major 

innovations.     With  these  accomplishments,  it  is  evident  small  business 

is  a  major  contributor  to  our  economy. 

Since  its  inception,  the  SBA  has  been  the  single  most  important  tool 

for  government  assistance  to  these  organizations.     Among  the  services 

offered  by  the  SBA  are: 

General  Business  Loans 

Seasonal  Line  of  Credit 

Employee  Ownership  Assistance 

Export  Assistance 

Handicapped  Assistance 

Veteran  Assistance 

Local  Development  Companies  (State  Development  Co.) 

Minority  Enterprise  Assistance 

The  Small  Business  Act  of  1953  (P.L.  83-163)  which  created  the  SBA 
defines  a  small  business,  as  a  company  "which  is  independently  owned  and 
operated  and  which  is  not   dominant  in  its  field  of  operation. "2 

The  SBA  defines  the  loan  criteria  for  most  industries  as  follows: 

Manufacturing:  Small  if  the  number  of  employees  does 

not  exceed   1,500. 

Wholesaling:  Small  if  the  annual  sales  do  not  exceed 

$9.5  to   $22  million. 

Services:  Small  if  the  annual  receipts  do  not  exceed 

$2  million  to  $8  million. 

2"Public  Law  83-163,"  United  States  Statutes  at  Large,  83rd  Congress, 
1st  Session,  Vol.   67,   1953,   p.   230-240. 
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Construction:  General  construction:  small  if  the  annual 

receipts  do  not  exceed  $9.5  million  for  the 
three  most  recently  completed  fiscal  years. 
Special  trade  construction:  small  if  the  average 
annual  receipts  do  not  exceed  $1   million  to   $2 
million  for  the  three  most  recently  completed 
fiscal  years. 

Retailing:  Small  if  the  annual  sales  or  receipts  do  not 

exceed  $2  to   $7.5  million. 

Agriculture:  Small  if  the  annual  receipts  do  not  exceed  $1 

million.  3 

In  the  early  1970's,  states  began  to  realize  the  importance  of  assisting, 

protecting,  and  attracting  small  business  enterprises.     The  Massachusetts 

Small  Business  Assistance  Division  was  created  by  Chapter   1178  of  the 

Acts  of  1973  (Chapter  23A,   MGLA).     This  law  established  the  division 

within  the  Executive  Office  of  Commerce  and  Development.     The  law 


requires: 


The  division  shall  provide  (1)  expertise  in  product 
development  and  marketing,  (2)  expertise  in  market 
trends  and  analysis,  (3)  expertise  in  production  and 
production  management,  (4)  assistance  to  police  depart- 
ments in  applying  for  grants  in  aid  to  said  departments 
for  the  protection  of  small  businesses  in  high  crime 
areas  and,  (5)  information  of  federal  programs  to  assist 
small  business.     The  division  shall  not  be  limited  to 
those  areas  of  expertise  set  forth  herein. 

The  division  shall  develop  and  utilize  the  services, 
resources,  and  expertise  of  existing  educational,  business, 
industrial,  and  financial  institutions  and  their  personnel 
provided  to  the  bureau  on  a  voluntary  basis,  and  shall 
work  in  full  cooperation  with  said  institutions  and 
personnel  to  fully  implement  the  policies  and  programs 
of  the  division. ^ 


3United  States  Congress.     House  Committee  on  Small  Business.  Summary 
of  SBA  Programs.     98th  Congress,   1st  Session,   February  13,   1983. 
Washington,  D.C.:  United  States  Government  Printing  Office,  p.  2. 

4"Chapter  23A,  Sections  16  and  17,  Paragraph  A."   Massachusetts  General 
Laws  Annotated. 
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II.      MASSACHUSETTS  STATE   PROGRAMS 

The   Massachusetts  Department  of  Commerce  and  Development, 
the   Massachusetts  Industrial  Finance  Agency,  and  the   Massachusetts 
Department  of  Revenue  implement  programs  and  incentives  for  small 
businesses. 

The  following  are  programs  Massachusetts  has  to  aid     and  assist 
small  businessmen. 
MASSACHUSETTS  SMALL  BUSINESS  DEVELOPMENT  CENTER 

Established  in  September  of  1980  by  P.L.  96-302,  the   Massachusetts 
Small  Business  Development  Center,  located  at  University  of  Massachusetts, 
Amherst,   is  under  contracts  with  State  and  Federal  governments,  and  is 
one  of  twenty  programs  operating  at  leading  educational  universities 
throughout  the  U.S.A. 

The   Massachusetts  Small  Business  Development  Center  (MSBDC) 
provides  three  major  services: 

Consulting  which  occurs  at  its  regional  centers.     Services  include: 

marketing,  record  keeping,  loan  packaging  production  control, 

and  general  management. 

Training  -  The   MSBDC  provides  training  at  a  nominal  cost. 

This  training  includes  general  business  practices  as  well  as 

the  use  of  computers  in  small  business. 

Free  seminars  and  group  training  is  conducted  in  conjunction 

with  the  SBA  and  SCORE  (Service  Core  of  Retired  Executives). 
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Information  and  Referral  -  The   MSBDC  maintains  a  library 


of  resources  available  to  small  businesses  in   Massachusetts. 
This  serves  as  a  central  access  point  to   identify  services 
available. 

The  structure  of  the   MSBDC  is  as  follows.     The  University  of 
Massachusetts,  Amherst  is  the  statewide  center,  and  has  five  regional 
offices  at  Boston  College,   University  of  Lowell,   Southeastern   Massachusetts 
University,  Clark  University,  and  Salem  State  College. 

The   MSBDC  also  has  three  statewide  Specialty  Centers  whose  areas 
of  expertise  are  Capital  Formation,  Technological  Productivity,  and  a 
Minority  Business  Research  Center. 

The  first  Center  which  offers  Capital  Formation  service  is  located 
at  the  University  of  Massachusetts,  Amherst.     This  service  provides  indepth 
counseling  for  enterprises  seeking  monies  through  state  and  federal  financing 
programs  and  venture  Capital  companies. 

The  second  Center,  the  Technology  and  Productivity  Innovation  Center 
(TPIC),  located  in  Worcester  is  a  joint  venture  of  Clark  University  and 
Worcester  Polytechnic  Institute.     The  TPIC  is  designed  to  assist  the 
development  and  growth  of  companies  whose  concepts,  products,  and  services 
improve  technology,  and  methods  of  production. 

The  third  and  last  Specialty  Center,  the   Minority  Business  Training 
and  Resources  Center  (MBTRC)  is  located  at  Roxbury  Community  College. 
MBTRC  provides  the  minority  business  community  educational  and  training 
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programs  as  well  as  referrals  to  other   Federal,  State,  and  local  programs 
that  offer  services  in  the  area  of  minority  business  development. 
MASSACHUSETTS  SMALL  BUSINESS  PURCHASING   PROGRAM 

Created  by  Chapter   434  of  1976,   the   Massachusetts  Small  Business 
Purchasing  Program  applies  to  goods  and  services  purchased  through  the 
Secretary  of  Administration  and  Finance  except  suppliers  of  Public 
Utilities  and  purchases  made  in  accordance  with  Chapter   149, 
Sections  44a/44c,   M.G.L.A. 

The  purpose  of  this  program  is  to  include  small  business  in  the 
purchasing  process  of  the  Commonwealth.     Certified  businesses  will  be 
eligible  for  not  less  than  5%  of   purchases  to  which  your  program  applies. 

Necessary  qualifications  mandated  by   Massachusetts  Administrative 
Law  found  in  the  Code  of  Massachusetts  Register     801  CMR  10.03. 
These  regulations  are  promulgated  under  the  authority  vested  in  the 
Secretary  of  Administration  &   Finance  and  are  as  follows: 

•  Principle  place  of  business  must  be  in   Massachusetts 

•  Must  not  be  dominant  in  its  field  or   member  of 
affiliated  groups.     Affiliated  groups  mean  one  or 
more  chains  of  a  corporation  connected  through 
ownership  with  a  parent  corporation. 

•  Must  meet  criteria  for  specific  industries. 

1.  Manufacturing 

•  Less  than  50  employees 

•  Less  than  6  million  in  total  gross 
receipts  for  three  previous  years 

2.  Wholesale 

•  Less  than  20  employees 

•  Less  than  6  million  in  total  gross 
receipts  for  three  previous  years 
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3.  Retail 

•  Less  than  20  employees 

•  Less  than  1.5  million  in  total  gross 
receipts  for  three  previous  years 

4.  Utilities/Services 

If  the  business  is  transporting  communication, 
electric,  gas,  or  sanitary  industry: 

•  Less  than  20  employees 

•  Less  than  3  million  in  total  gross 
receipts  for  three  previous  years 

MASSACHUSETTS  VENTURE  CAPITAL  FAIRS 

Massachusetts  Venture  Capital  Fairs  were  developed  by  the 

Executive  Office  of  Commerce  &   Development  to  match  Venture  Capitalist 

with  established  successful  firms  interested  in  expansion.     The  Fair  is  for 

companies  operating  in  Massachusetts  who  are  applying  for  Capital  in  the 

range  of  200,000  to  3,000,000  dollars  for  a  currently  marketed,  or  soon  to 

be  marketed  product.     To  participate,  the  company  must  show  a  business 

plan,  plus  a  current  financial  statement  which  indicates  a  potential  annual 

growth  rate  of  15%  and  a  pre-tax  profit  margin  of  10-15  percent  of  sales. 

On  April  9,   1984,   Massachusetts  will  hold  its  Sixth  Annual  Venture 

Capital  Fair.     Participants  will  include  the   Massachusetts  Technology 

Development  Corporation,  and  industries  of  a  technological  nature,  as  well 

as  traditional  Venture  Capitalist.     The  aim  of  the  fair  is  to  promote 

opportunities  for  firms  meeting  the  criteria  stated  above. 

STATE  OFFICE  OF   MINORITY  BUSINESS  ASSISTANCE 

Chapter  23A,  Sections  36-41  (inclusive)  created  the  State  Office  of 
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Minority  Business   Assistance  (SO MBA)  within  the  Executive  Office  of  Commerce 
and  Development.     SOMBA's  goal  is  to  provide  assistance  and  improve 
Minority  Business  Enterprise  (MBE)  achieved  through  procurement 
opportunities  for  statewide  programs  with  state  subdivisions. 

The  major  Programs  which  SO  MBA  administrates  are  as  follows: 

1.  Procurement  Program-Development 

SO  MBA  works  to   increase  awards  to   MBE  by 
working  with  agencies  to  set  aside  purchases 
which  guarantee   MBE's  in  the  public 
procurement  process. 

2.  Education  and  Training 

SOMBA  provides  education  and  training  seminars 
as  well  as  conferences  and  workshop  seminars 
to  coordinate  procurement  procedures  with  state 
awarding  agencies.     The  seminars  and  workshops 
act  as  an  information  center  for   MBE's. 

3.  Advocacy 

SOMBA  also  drafts  and  lobbies  legislation 
designed  to  promote   MBE's. 

MASSACHUSETTS  INDUSTRIAL  FINANCE  AGENCY 

Chapter  496  of  the  Acts  of  1978  inserted  into  the   Massachusetts 

General  Laws,  Chapter  23A,  Sections  29-35  (inclusive)  which  established 

the  Massachusetts  Industrial  Finance  Agency.     The  declaration  of  the  law 

stated  that  because  of  the  serious  lack  of  monies  available  for  small  and 

medium  sized  businesses  in  the  Commonwealth,  it  was  necessary  to  create 

an  independent  agency  that  had  powers  to  alleviate  economic  pressure 

through  issuance  of  Loan  Guarantees,  low  interest  tax  exempt  loans  and 
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Industrial  Development  Bonds  (IDB).     The  powers  of  the   MIFA  are 
spelled  out  in  Chapter  23A,  Section  31  (A-Y).     In  the  four  years  since 
its  inception,   MIFA  has  issued  1.65  million  dollars  worth  of  IDB's.       It 
has  also  financed  over  two  billion  in  equipment  and  real  estate.     The 
intent  of  MIFA  is  to  encourage  employment  and  growth  throughout  the 
state,  especially  in  the  downtown  areas. 

Through  the  use  of  industrial  revenue  bonds,    MIFA  entices  employers 
to  establish  or  expand  their  companies.     MIFA  uses  its  exemptions  granted 
by  law  to  issue  a  lower  interest  rate  on  loans  for  manufacturing,  research, 
and  development.     The  Tax  Exempt  Industrial  Loans  must  be  used  in 
Massachusetts.     The  State,   MIFA,  or  any  local  government  unit  is  not 
pledged  to  repay  if  a  default  occurs. 

MIFA  also  provides  loan  guarantees.     MIFA  encourages  small 
businesses  who  are  having  difficulty  in  obtaining  conventional  loans  to 
finance  plants  and  equipment  purchases  who  may  need  a  guarantee.     MIFA 
will  guarantee  tax  exempt  loans,  conventional  loans,  as  well  as  letters  of 
credit  from  lending  institutions.     However,    MIFA  does  not  require  an 
applicant  to  be  refused  by  conventional  lending  establishments  first. 
COMMERCIAL  AREA  REVITILIZATION   DISTRICTS 

MIFA  also  coordinates  assistance  to  Commercial  Area  Revitilization 
Districts  (CARD)  Programs.     A  CARD  is  established  at  the  local  level 
through  business  and  government  leaders  who  submit  these  proposals  to 
the  Secretary  of  Community  Affairs  for  approval. 
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CARD  incentives  are  flexible  so  that  they  may  assist  both 
residential  units  within  the  designated  area,  as  well  as  commercial 
property. 

1.  MIFA  Low  Interest  Loan 

2.  Mortgage  Pooling 

3.  MIFA  Loan  Guarantees  and  Tax  Credits 
through  the  Urban  Job  Incentive  Program 

THE   RECORD 

Year  Project  Financing  New  Jobs 

1982  295  477,050,800  21,500 

1978-82            1165                                             1,651,320,000                58,381 
5 

MASSACHUSETTS  TECHNOLOGY   DEVELOPMENT  CORPORATION  (MTDC) 
The   Massachusetts  Technology  Development  Corporation  (MTDC)  is  a 
publicly  funded,  but  independently  operated  capital  venture  organization. 
Established  by  Chapter  497  of  the  Acts  of  1978,  the   MTDC  focuses  on 
high  technology  companies  as  a  source  of  investment.     As  does  the 
Massachusetts  Community  Development  Finance  Corporation,  the   MTDC 
makes  both  debt  and  equity  investments,  usually  in  the  form  of  a  direct 
purchase  of  common  or  preferred  stock  accompanied  by  a  loan  on  very 
favorable  terms.     The   MTDC  investments  are  made  as  joint  venture  with 
conventional  private  sector  investors.     The   MTDC  will  invest  a  minimum 

5 Massachusetts  Industrial  Finance  Agency:     Annual   Report,   1982. 
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$100,000  and  a  maximum  of  $250,000   in  first  round  institutional 
financing.     Private  sector  investors  who  are   MTDC  partners  will  invest 
from   two  to   four  times  the  amount  of  capital  which   MTDC  provides 
MASSACHUSETTS  COMMUNITY   DEVELOPMENT  FINANCE  CORPORATION 

The  Massachusetts  Community  Development  Finance  Corporation 
(MCDFC)  is  an  independent,  non-profit  organization  which  provides  financial 
assistance  to  young  and  growing  businesses  in   Massachusetts.     Established 
under  the  first  Dukakis  Administration  (1975)  by  a  10  million  dollar  General 
Revision  Bond,  the   MDCFC  works  in  conjunction  with  twenty  Community 
Development  Corporations  (CDC's)  in  three  programs.     Under  the  first 
program,  entitled  the  Small  Loan  Guarantee  Program,  the   MCDFC  will 
insure  bank  loans  approved  by  the  CDC's  for  up  to  $25,000.     The  second 
Program  is  a  community  development  program  dealing  with  real  estate. 
Lastly,  the  MCDFC  offers  a  direct  investment  program   which  loans  up  to 
two   million  dollars  in  conjunction  with  any  one  CDC.     The   MCDFC  deals 
with  large  community  development  areas  and  provides  financial  marketing 
and  management  analysis  to  these  companies  utilizing   MCDFC's  assistance. 
It  is  an  equity  and  capital  organization. 
MASSACHUSETTS  BUSINESS  DEVELOPMENT  CORPORATION 

The  Massachusetts  Business  Development  Corporation  (MBDC)  is  a 
private  organization  which  provides  financial  assistance  to  small  businesses 
in  the  Commonwealth  to  insure  the  solvency  of  those  businesses  which 
otherwise  would  have  to  move  out  of  state. 
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Established  in  1953,  under  a  state  charter,   the   MBDC  borrows  money 
from   120  banks  and  insurance  companies  across  the  state  at  low  rates. 
The   MBDC  in  turn  loans  these  funds  at  a  small  markup  (to  cover  their 
own  costs)  to  small  businesses  in  need  of  assistance.     The  loans  are  in 
the  range  of  $100,000  to   $600,000.     In   1983,  the   MBDC  loaned  a  total 
of  $14,661,000  to   forty  small/medium  sized  companies  across  the 
Commonwealth. 
MASSACHUSETTS  CAPITAL   RESOURCE  COMPANY 

The   Massachusetts  Capital  Resource  Company  (MCRC)  is  a  limited 
partnership  privately  owned  and  funded  by  the   Massachusetts  based  life 
insurance  companies.     Established  in  1977,  the   MCRC  is  a  source  for  risk 
capital  for   Massachusetts  businesses,  and  its  investments,  long  term  debt 
and  equity  capital  attempts  to  assist  in  the  maintenance  and  growth  of 
Massachusetts  businesses.     During  MCRC's  first  five  years,  they  invested 
$89  million  through  approximately  one  hundred  different  financings,  with 
one  third  of  those  companies  having  sales  under  5  million  dollars.     Thus, 
MCRC's  long  term  subordinated  loans  are  primarily  geared  to  include  small 
technology  based  and  basic  industry  companies. 
MASSACHUSETTS  DEPARTMENT  OF   REVENUE 

The  Department  of  Revenue  offers  a  variety  of  tax  incentives  to 

assist  business  in   Massachusetts.     These  incentives  include: 

Factor  Allocation  Formula 

3%  Investment  Tax  Credit 

Local  Tax  Exemption  on  Tangible  Property 

Loss  Carryover  for  New  Corporations 

Massachusetts  Export  Sales  Tax 

Sales  Tax  Exemption  for   Machinery 

Solar  Tax  Credit 
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INTERGOVERN  MENTAL 

Among  other  states,   Massachusetts  is  making  serious  and  successful 
efforts  to  support  growth  of  small  businesses,  as  well  as  recruiting  out 
of  state  industries  with  growth  potential.     States  are  attracting  industries 
through  the  use  of  incentives  and  programs. 

The  Legislative  Service  Bureau  conducted  a  telephone  survey  to 
verify  states'  activity  on  Capital  Resource  Programs  and  Small  Business 
Assistance.     (Please  refer  to  Tables  I  and  II).     These  states  were  originally 
surveyed  by  INC.   MAGAZINE,  October  1983,  in  an  article  entitled," 
Rating  the  50  Business  Climates". 

The  following  questions  were  asked  by  the  Legislative  Service  Bureau: 

DOES  YOUR  STATE  HAVE  THESE  CAPITAL   RESOURCE 
PROGRAMS? 

Direct  Loans 
Loan  Guarantees 
Bond  Guarantees 
Venture  Capital 

DOES  YOUR  STATE  HAVE  THE  FOLLOWING  SMALL  BUSINESS 
OFFICES/PROGRAMS? 

Advisory  Office 

Ombudsman 

Advisory  Council 

Legislative  Committee  on  Small  Business 

Statewide  Conference 

Procurement  Set  Aside 

Tables  I  and  II  illustrate  these  responses. 
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TABLE     I 


CAPITAL  RESOURCE  PROGRAMS 


STATE 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Illinois 

Indiana 

Massachusetts 

Minnesota 

Montana 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Dakota 

Pennsylvania 

Rhode  Island 

Texas 

Virginia 

Washington 


PROGRAMS 


DL, 

LG 

DL 

DL, 

LG 

DL 


DL,  LG,  BG,  VC 
DL,   LG,  BG,  VC 
DL,  LG,  BG 
DL,  LG,  BG,  VC 


LG 


DL, 

LG, 

BG 

DL, 

LG, 

BG,  VC 

DL, 

LG, 

BG 

BG 

DL, 

LG, 

VC 

LG, 

BG 

DL 

- 

LG 

LOAN  GUARANTEES 

VC 

— 

VENTURE  CAPITAL 

KEY: 


DL 
BG 


DIRECT  LOANS 
BOND  GUARANTEES 
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TABLE     II 


SMALL  BUSINESS  ASSISTANCE 


STATE 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Illinois 

Indiana 

Massachusetts 

Minnesota 

Montana 

New  Hampshire 

New   Mexico 

New  York 

North  Dakota 

Pennsylvania 

Rhode  Island 

Texas 

Virginia 

Washington 


ASSISTANCE 


AO,  OM,  AC,  LC,  SC 
AO,  OM,  AC,  SC 
AO,  OM,  SC,  PS 
AO,  OM,  AC,  LC,  SC 
AO,  OM,  LC,  SC,  PS 
AO,  OM,  AC,  LC,  SC,  PS 
OM,  AC,  LC,  SC,  PS 
AO,  OM,  AC,  SC,  PS 
AO,  OM,  AC,  SC,  PS 
AO,  OM,  AC,  SC,  PS 
AO,  LC,  SC 
AO,  OM,  AC,  SC,  PS 
AO,  OM,  AC,  LC,  SC,  PS 
AO,  AC,  LC,  SC 
AO,  OM,  AC,  LC,  SC,  PS 
AO,  AC,  LC,  SC,  PS 
AO,  AC,  LC,  SC,  PS 
AO,  AC,  LC,  SC,  PS 


AO,  LC,  SC,   PS 


KEY: 


AO 
AC 
SC 


ADVISORY   OFFICE  OM 

ADVISORY  COUNCIL  LC 

STATEWIDE  CONFERENCE       PS 


OMBUDSMAN 

LEGISLATIVE  COMMITTEI 

PROCUREMENT  SET 
ASIDES 
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An  analysis  of  the  data  in  Table  I  would  indicate  that   Massachusetts 
has  as  many  state  programs  as  any  other  surveyed  states.     However,  the 
dollar  amount  of  the  direct  loans  vary  from  state  to  state.     In  most  states, 
the  minimum  loan  is  in  the  range  of  $100,000.     Texas  and  New  Jersey  have 
monies  available  as  low  as  $25,000. 

An  analysis  of  the  data  in  Table  II  would  indicate  Massachusetts  is 

competitive  in  the  assistance  area,  although  our  Small  Business  Purchasing 

Program  has  not  been  effectively  implemented.     The  following  is  an 

excerpt  from  the  Interim   Report  on  the   Massachusetts  Small  Business 

Purchasing  Program   by  Senator  Louis  P  .  Bertonazzi,   Chairman,  Senate 

Committee  on  Post  Audit  and  Oversight. 

This  report  demonstrates  a  clear  failure  of  agencies 
of  the  Commonwealth  to  adequately  and  efficiently 
enforce  Chapter  434.     On  the  basis  of  this  investigation, 
the  Committee  concludes  that  despite  the  existence  of  a 
program  which  is  over  seven  years  old,  there  is  and  has 
been  a  consistent  absence  of  commitment  to  enforcing 
this  program.     If  commitment  to  Small  Business  can  be 
measured  by  the  implementation  of  the  Small  Business 
Purchasing  Program,  then  the  Commonwealth  has  dismally 
failed  in  its  mission.     In  summary,  the  Committee  concluded 
that  there  has  been  an  absence  of  commitment  by  the 
Executive  Branch  -  -  over  several  administrations  -  -  to 
adequately  support  the  efforts  of  small  business  in  the 
Commonwealth,  and  to  implement  a  mandate  created  by 
legislation. 6 

Senator  Bertonazzi's  statement  stresses  the  importance  of  not 
only  enacting  laws,  but  implementing  them.     Massachusetts  has  made  a 
commitment  to  Small  Business;  now,   we   must  fulfill  our  obligations.     This 
may  require  stringent  laws  governing  this  area.     Other  states  have  done  so 


^The   Massachusetts  Small  Business  Purchasing  Program:     Interim   Report. 
Boston:     Senate  Committee  on  Post  Audit  and  Oversight,   1983. 
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by  creating  a  permanent  committee  on  Small  Business  and  the  establishment 
of  Enterprise  Zones. 
ENTERPRISE  ZONES 

Since   1980,  fourteen  states  have  enacted  Enterprise  Zones  into  their 
laws.     An  Enterprise  Zone  is  a  designated  urban  area  in  need  of  some  type 
of  commercial  revitalization.    Theoretically,  businesses  that  locate  in  these 
areas  are  offered  tax  reductions  and  certain  exemptions  from  government 
regulations  to  entice  private  businesses  to  locate  in  and  revitalize  these 
depressed  sites.     Using  those  incentives,  new  jobs  have  been  created  by 
private  business  investment  as  opposed  to  traditional  government  funding. 

According  to  a  listing  compiled  by  the  National  Association  of  State 
Development  Agencies,  April  14,   1983,  the  following  states  have  enacted 
Enterprise  Zones  in  their  state:     Arkansas,  Connecticut,  Florida,  Illinois, 
Kansas,   Kentucky,   Louisiana,    Maryland,    Minnesota,    Mississippi,    Missouri,   Ohio, 
Pennsylvania,  and  Virginia. 

Massachusetts  has  considered  the  establishment  of  Enterprise  Zones 

but  has  not  yet  enacted  any  legislation.     The  following  is  a  listing  of 

important  State  and  Federal  legislation  concerning  Enterprise  Zones  and 

Small  Business  proposals. 

BILL  NUMBER  1983  STATE  LEGISLATION 

S1572  Petition  of  Louis  P.   Bertonazzi,   Philip  L.  Shea, 

Thomas  K.  Lynch,  and  Timothy  A.  Bassett  for 
legislation  to  certify,  and  dedicate  certain  tax 
revenues  to  the  Small  Business  Authority  for 
the  funding  of  its  programs. 
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BILL  NUMBER 


1983  STATE  LEGISLATION 


S1483 


S3 


S19 


S1566 


Petition  of  Louis  P.   Bertonazzi,   Philip  L.  Shea, 
Thomas  K.   Lynch,  and  Timothy  A.  Bassett  for 
legislation  to   establish  the  small  contractor's 
resource  program  of   Massachusetts,  and  fund. 

Petition  of  Louis  P.  Bertonazzi,   Philip  L.  Shea, 
Thomas  K.  Lynch,   Walter  E.   Bickford,  and 
Timothy  A.  Bassett  for  legislation  to  establish 
the   Massachusetts  small  development  bank. 

Petition  of  John  A.  Brennan,  Jr.,   for  legislation 
to  establish  the   Massachusetts  small  business 
development  bank. 

Petition  of  Philip  R.  Olenick,  George  Bachrach, 
and  John  A.  Businger  for  legislation  relative  to 
the  taxation  of  small  businesses. 


S1615 


S947 


S77 


S86 


S1600 


S1671 


Petition  of  Daniel  J.   Foley,  Gerard  D'Amico, 
Robert  D.   Wetmore,   Louis  P.  Bertonazzi,  and 
Francis  X.  Doyle  for  legislation  to  extend  tax 
credits  for  sums  expended  as  either  in-house  or 
contract  research  expenses  in  small  business. 

Petition  of  Daniel  J.   Foley,   Robert  D.   Wetmore, 
Louis  P.  Bertonazzi     and  Francis  S.   Doyle  for 
legislation  relative  to  small  businesses  regarding 
the  awarding  of  fees  and  other  expenses  in  judicial 
proceedings. 

Petition  of  Louis  P.  Bertonazzi,   Philip  L.  Shea, 
Thomas  K.  Lynch,   Walter  E.  Bickford,  and 
Timothy  A.  Bassett  for  legislation  to  establish  the 
Massachusetts  small  business  authority. 

Petition  of  John  A.  Brennan,  Jr.,  for  legislation  to 
establish  the   Massachusetts  small  business  authority. 

Petition  of  Gerard  D'Amico   for  legislation  to  provide 
property  tax  relief  for  small  businesses. 

Petition  of  John  W.   Olver,  George  Bachrach, 
Gerard  D'Amico,  and  members  of  the  House  of 
Representatives  for  legislation  to  provide  property 
tax  relief  for  small  businesses. 
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BILL  NUMBER 


1983  STATE  LEGISLATION 


S1676 


SI  03 


Joint  petition  of  the   Massachusetts  Teachers 
Association,   by   William   H.  Hebert,   executive 
director-treasurer,  and  John   M.  Sullivan,  director 
for  government  and  community  affairs,  John  VV.  Olver, 
and  other  members  of  the  General  Court  for  legislation 
to  lower  residential  and  small  business  property  taxes 
through  classification. 

Petition  of  Daniel  J.  Foley,  Gerard  D'Amico, 
Robert  D.   Wetmore,  Louis  P.  Bertonazzi,  and 
Francis  X.   Doyle  for  legislation  relative  to  the 
flexibility  of  the  rules  and  regulations  governing 
small  businesses. 


S55 


S78 


H6450 


Petition  of  Carol  C.  Amick,   Walter  E.  Bickford, 

Mel  King,  and  the   Massachusetts  Food  and  Agriculture 

Coalition,  Inc.,  by   Michael  Scully,  for  legislation  to 

promote  the  purchase  of  products  of  Massachusetts 

farms  and  to  reveal  compliance  with  the  small  business 

purchasing  act  of  1976  with  respect  to  state  food 

purchasing. 

Petition  of  Louis  P.  Bertonazzi,  Philip  L.  Shea, 
Thomas  K.  Lynch,  and  Timothy  A.  Bassett  for 
legislation  to  enact  the  small  business  state  purchase 
set  aside  act. 

Bill  to  improve  the  system  of  public  construction  and 
the  disposition  of  state-owned  real  property  in  the 
Commonwealth. 


S1941 


Resolve  providing  for  an  investigation  and  study  by  a 
special  commission  relative  to  the  feasibility  of  creating 
a  bank  of  the  Commonwealth. 


H6455 


Resolve  providing  for  an  investigation  and  study  by  a 
tax  reform  commission. 


H3212 


Petition  of  Timothy  A.  Bassett  for  an  investigation  and 
study  by  the  committee  on  Commerce  and  Labor  relative 
to  small  business  and  regulations  imposed  on  small 
businesses. 


H2099 


Petition  of  Richard  T.   Moore,  other  members  of  the 
House  and  others  for  legislation  to  provide  property  tax 
relief  for  certain  small  businesses. 
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BILL  NUMBER 


1983  STATE  LEGISLATION 


H6894 


Bill  to  improve  the  system  of  public  construction 
and  the  disposition  of  state-owned  real  property  in 
the  Commonwealth. 


H4302 


Petition  of  Lawrence   R.   Alexander  (by  vote  of  the 
town)  that  the  town  of  Swampscott  be  authorized 
to  assess  legal  costs  on  persons  redeeming  tax  title 
land. 


S94 


S102 


Petition  of  John  P.   Burke  for  legislation  to  create 
the  commission  on  Enterprise  Zones. 

Petition  of  Paul  V.   Doane  and  Haden  G.  Greenhalgh 
for  legislation  to  create  the  commission  on  enterprise 
zones. 


H3201 


H4879 


H6813 


H6719 


Petition  of  Timothy  A.  Bassett  that  the  Committee 
on  Commerce  and  Labor  be  authorized  to  sit  during 
the  recess  of  the  General  Court  for  the  purpose  of 
making  an  investigation  and  study  of  the  economic 
development  issues  in  the  Commonwealth. 

Petition  of  Alfred  E.  Saggese,  Jr.,   Richard  R.  Silva, 
and  Robert  C.  Buell  relative  to  authorizing  the 
Massachusetts  Industrial  Finance  Agency  to  administer 
a  revolving  Loan  fund  to  aid  in  development  of  the 
Massachusetts  seafood  processing  industry. 

Bill  relative  to  the  Urban  Jobs  Incentive  Bureau. 
1/10/84  Signed  by  the  Governor,  Chapter  719  Acts. 

Bill  authorizing  the  Massachusetts  Industrial  Finance 

Agency  to  administer  a  revolving  loan  fund  to  aid 

the  development  of  the  Massachusetts  seafood  processing 

industry. 

12/20/83  Signed  by  the  Governor,  Chapter  672  Acts. 
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BILL   NUMBER  1983   FEDERAL   LEGISLATION 

H.R.  702  (Stark  et  al.)  Amends  the  Internal  Revenue  Code  to   make 

permanent  the  income  tax  credit   for   increased  research 
activities. 

S.   738  (Danforth  et  al.)  Amends  the  Economic   Recovery  Tax  Act 

of  1981  to  make  the  credit  for  increasing  research  activities 
permanent. 

H.R.  1952  (Synar  et  al.)  Joint  Research  and  Development  Ventures  Act 

of  1983.     Allows  businesses  to  jointly  perform  research  and 
development. 

S.  428  (Tsongas  et  al.)  Economically  Strategic  Industrial  Research 

and  Development  Act.  Provides  for  a  study  on  economically 
strategic  technologies  and  for  the  identification  and 
development  of  such  technologies. 

S.   568  (Tsongas)  Joint  Research  and  Development  Ventures  Act. 

Enhances  competition  by  allowing  for  joint  research  and 
development  ventures. 

S.  808  (Packwood)  Technical  Information  Clearinghouse  Fund  Act 

of  1983.     Enhances  the  transfer  of  technical  information 
to  industry,  business,  and  the  general  public  by  amending 
the  Act  of  Sept.   9,   1950  (15USC   1151  et  seq.)  to  establish 
a  Technical  Information  Clearinghouse  Fund. 

H.R.  638  (Minish)  National  Development  Act  of  1983.     Establishes  a 

National  Development  Bank  to  provide,  among  other  things, 
loans  for  the  establishment  of  businesses  and  industries  to 
help  achieve  a  full  employment  economy,  and  to  provide 
job  training  for  unskilled  and  semi-skilled  unemployed  and 
underemployed  workers. 

H.R.  990  (Lundine  et  al.)  National  Industrial  Development  Act.  Establishes 

a  National  Industrial  Development  Board  for  the  purpose  of 
formulating  policy  recommendations  for  industrial  development 
in  the  United  States. 

H.R.   1896  (LaFaice)  Amends  the  Defense  Production  Act  of  1950  to 

establish  the  Bipartisan  National  Commission  on  Industrial 
Competitiveness  to  study  the  competitive  posture  of  U.S. 
industries  in  world  markets  and  to  report  to  the  President 
and  Congress  on  ways  to  improve  such  posture. 
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BILL  NUMBER  1983  FEDERAL  LEGISLATION 

H.R.  2203  (Florio)  Competitiveness  in  International  Trade  Act  of 

1983.     Establishes  a   Department  of  Domestic  and  Foreign 
Commerce,  identifies  and  evaluates  the  competitive  capabilities 
of  the  U.S.,  and  develops  and  utilizes  the  Nation's  resources 
to  revive  its  position  in  domestic  and  foreign  commerce. 

H.R.  2991  (Lundine  et  al.)  Promotes  industrial  revitalization  in  the 

United  States  by  establishing  an  Economic  Cooperation 
Council  which  will  collect  and  analyze  economic  data  and 
make  recommendations  regarding  actions  which  can  be  taken 
to   improve  the  competitiveness  and  economic  vitality  of 
United  Stated  industries  and  by  establishing  the  National 
Industril  Development  Bank  which  will  assist  in  providing 
financing  for  the  long-term  development  of  United  States 
industries. 

H.R.   3443  (Wirth  et  al.)  Amends  the  Employment  Act  of  1946  to 

establish  a  National  Economic  Cooperation  Council  to  improve 
the  collection  and  use  of  economic  data  by  the  Government, 
to  promote  economic  cooperation  between  labor,  business, 
and  Government  to  develop  consensus  economic  policies,  and 
has  other  purposes. 

H.R.  1310  (Perkins  et  al.)  Provides  assistance  to  improve  elementary, 

secondary,  and  post-secondary  education  in  mathematics 
and  science;  provides  a  national  policy  for  engineering, 
technical,  and  scientific  personnel;  provides  for  cost-sharing 
by  the  private  sector  in  training  such  personnel  and  has 
other  purposes. 

H.R.  10  (Oberstar  et  al.)/S.  871  (Mitchell)  National  Development 

Investment  Act  of   1983. 

S.  724  (Stafford  et  al.)  Youth  Employment  and  Economic  Assistance 

Act  of  1983.     Authorizes  the  Army  Corps  of  Engineers  to 
administer  a  program  of  job  creation  through  grants  for  public 
works,  planning,  and  technical  assistance  to  establish  an 
American  Conservation  Corps  for  youth  employment;  and  to 
provide  for  preservation  of  historic  sites. 

H.  R.   1955  (Conable)/S.  863  (Boschwitz  et  al.)  Administration  bill. 

Represents  a  re-introduction  of  the  Administration's  1982 
proposals. 

S.  98  (Boschwitz  et  al.)  Enterprise  Zone  Employment  and  Development 

Act  of  1983. 

S.   634  (Hart)  Community  Assistance  and  Revitalization  Act  of  1983. 
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State  legislation  resulted  in  two  enactments: 

Chapter  672:     Authorizing  the   Massachusetts  Industrial  Finance 
Agency  to  administer  a  revolving  loan  fund  for   Massachusetts 
Seafood  Industry. 

Chapter  719:     An  Act  further  regulating  the  Urban  Job  Incentive 
Bureau. 

The  Federal  legislation  listed  did  not  result  in  any  enactments  in  the 
98th  Congress. 

However,   President   Reagan's  State  of  the  Union  Address,  January  24,   1984, 
stated  the  importance  of  enterprise  zones  as  an  essential  instrument  in  stimulating 
the  growth  of  the  private  sector  and  urged  Congress  to  enact  the  legislation  as 
soon  as  possible. 

In  concluding,   Massachusetts  has  an  excellent  framework  to  assist  small 
businesses.     However,   there  is  a  need  to  enforce  implementation  of  the  Small 
Business  Purchasing  Act.     Other  considerations  would  be  making  monies  available 
for  loans  in  the  $25,000  to  $100,000  range  and  the  exploration  of  Enterprise  Zones 
in  Massachusetts. 
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APPENDIX      A 


DIRECTORY   OF  STATE  SMALL  BUSINESS  ASSISTANCE  OFFICES 


Department  of  Commerce   &   Development 
100  Cambridge  Street 
Boston,   Massachusetts 

Toll  Free   Hotline:      1-800-632-8181 

Small  Business  Assistance  Division 
Department  of  Commerce  &   Development 
100  Cambridge  Street 
Boston,   Massachusetts  02202 

Contact:     Claire  Crones 
727-0323 

Office  of  Ombudsman 

Department  of  Commerce  &   Development 

100  Cambridge  Street 

Boston,   Massachusetts  02202 

Contact:      Attorney  Frank   McKay 
727-3229 

State  Office  of  Minority  Business  Assistance 
Department  of  Commerce  &   Development 
100  Cambridge  Street 
Boston,   Massachusetts  02202 

Contact:      David  Harris,  Jr.  -  Director 
727-8692 

Small  Business  Purchasing  Program 
Department  of  Commerce  &   Development 
100  Cambridge  Street 
Boston,   Massachusetts  02202 

Contact:      Jeff  Beckwith 

727-3227 

Massachusetts  Venture  Capital  Fairs 
Department  of  Commerce   &   Development 
100  Cambridge  Street 
Boston,   Massachusetts  02202 

Contact:      Joe  Donovan  -  Director 
727-3048 
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Massachusetts  Technology  Development  Corp. 
84  State  Street,   Suite  500 
Boston,   Massachusetts  02109 


Contact:      William   F.   Aikman,   President 
723-4920 


Massachusetts  Industrial  Finance  Agency 

125  Pearl  Street 

Boston,    Massachusetts  02215 

Contact:      Mark  Leff 
451-2477 


MASSACHUSETTS  SMALL  BUSINESS  DEVELOPMENT  CENTERS 

Central  Office 

Massachusetts  Small  Business  Development  Center 
University  of  Massachusetts 
School  of  Business  Administration 
Amherst,   Massachusetts  01003 

Contact:      John  Ciccarelli,  Director 
(413)  549-4930,  ext.   303 


Regional  Offices 

Massachusetts  Small  Business  Development  Center 
Western  Massachusetts  Regional  Office 
University  of   Massachusetts 
School  of  Business  Administration 
Amherst,   Massachusetts  01003 

Contact:      Merwin  Tober,  Director 
(413)  549-4930,  ext.   301 

Massachusetts  Small  Business  Development  Center 

Metro  Boston  Regional  Office 

Pahner  House 

96  College  Road 

Chestnut  Hill,    Massachusetts  02167 

Contact:      John   McKiernan,   Director 
(617)  552-4091 
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Massachusetts  Small  Business  Development  Center 

Northeastern  Regional  Office 

University  of  Lowell 

450  Aiken  Street 

Lowell,   Massachusetts  01854 

Contact:      Dr.   Daniel  Diamond,   Director 
(617)  458-7261 

Massachusetts  Small  Business  Development  Center 

Southeastern  Massachusetts  University 

200  Pocasset  Street 

Fall  River,    Massachusetts  02722 

Contact:      Clyde   Mitchell,   Director 
(617)  67309783 

Massachusetts  Small  Business  Development  Center 
Central  Regional  Office 
Clark  University 
123  Woodland  Street 
Worcester,   Massachusetts  01610 

Contact:      William   Naumes,  Director 
(617)  793-7615 

Massachusetts  Small  Business  Development  Center 

Northeastern  Satelite 

Salem  State  College 

292  Loring  Avenue 

Salem,   Massachusetts  01970 

Contact:      Edward  Browne,  Director 
(617)  745-0556 

Specialty  Centers 

Massachusetts  Small  Business  Development  Center 

Capital  Formation  Service 

203  School  of  Business  Administration 

University  of  Massachusetts 

Amherst,   Massachusetts  01003 

Contact:      Larry  Jutres,  Director 

(413)  549-4930,  ext.   301 

Massachusetts  Small  Business  Development  Center 

Technology  &   Productivity  Center 

Graduate  School  of  Management 

950   Main  Street 

Worcester,   Massachusetts  01010 

Contact:      Professor  Lewis  Tucker,  Director 
(617)  793-7134 


Massachusetts  Small  Business  Development  Center 
Minority  Business  Training   &    Resource  Center 
Roxbury  Community  College 
625  Huntington  Avenue 
Boston,    Massachusetts  02115 

Contact:      Henry  Sypher,   Director 
(617)  734-1960,   ext.   106 

Massachusetts  Community  Development  Corporation 
131  State  Street,  Suite  600 
Boston,   Massachusetts  02109 

Contacts:    Charles  Grigsby,   President 
Sheila  Keelly,  Adm.  Asst. 
(617)  742-0366 

Massachusetts  Business  Development  Corporation 

One  Boston  Place 

Boston,   Massachusetts  02108 

Contact:      Fred  F.  Stockwell,  President 
(617)  723-7515 

Massachusetts  Capital  Resource   Company 
545  Boylston  Street 
Boston,   Massachusetts 

Contact:      Ann  Kirkpatrick 

Investment  Counselor 
(617)  536-3900 

Massachusetts  Department  of  Revenue 

215  First  Street 

Cambridge,   Massachusetts  02142 

Division     Contact:      Corporation 

(617)   727-4271 

Sales  Tax 
(617)  727-4620 
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